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Lowest funded authorities query delay of funding formula review
consultation...and raise concerns about additional cost pressures

The group representing the lowest-funded education authorities in England, has formally
asked the Secretary of State for Children, Schools & Families to explain why the
consultation on a new funding formula for the allocation of education cash has been
delayed.

In a strongly worded letter to Secretary of State, Ed Balls, f40 has expressed concern at
the delay and pointed out that the promised consultation had been expected to start in
January.

F40 chairman ClIr Ivan Ould, (also Lead Member for Children and Older People’s
Services at Leicestershire County Council, the lowest funded of all authorities) said, “We
were led to believe that an announcement about the outcomes of the comprehensive
review, which took most of 2009 to carry out, would be made in January, or at the latest
early February. We have made representations in various quarters to try and establish
when the Government will make the long-anticipated announcement and launch the
promised consultation, but the only answer we have received is that it will start ‘soon’ or
‘shortly’. But nothing is happening and we are beginning to get extremely frustrated and
disappointed.

“It is our view that this delay is having a very unsettling effect on all councils throughout
England, but particularly on f40 authorities, who are the lowest funded and have
campaigned for the introduction of a fairer allocation system.

“We have called on the Secretary of State to keep his promise and make an
announcement one way or the other as soon as possible, or alternatively make a
commitment that fairer funding will feature in the Labour Party manifesto.

“We have asked the other main parties to make a similar manifesto commitment.”
Additional cost pressures impact hard on the lowest funded authorities

The f40 Group has also written to the Secretary of State to bring to his attention
significant concerns that are worrying f40 authorities in particular. Member authorities
have recently identified a wide range of new and growing cost pressures on councils’
education budgets.

In his letter to the Secretary of State, CllIr Ivan Ould pointed out that additional financial
pressures stemming from continual tinkering with education budgets arrangements will
have a major effect on all councils, but a devastating impact on those who are
disadvantaged by being the lowest funded authorities — mainly f40 members.



He said: “It is f40’s view that the combined pressure of all of the changes and proposals
in the system is putting intolerable strain on our schools and staff, and local authorities
have no wriggle room to mitigate the impact.”

“The f40 Group worked closely with the Department for Children, Schools and Families
and their review agents, PriceWaterhouseCooper, to ensure that the review was as
comprehensive as possible.

“We have submitted evidence and have took whatever action we could to accommodate
the review and ensure its success. We now feel that it is vital that the Government, or
which ever party wins the election, takes into account the many additional financial
pressures that education authorities face, and ensure that all new proposals are
adequately funded or withheld.”

Ends

For further information and comment please contact Doug Allan, f40 Secretariat on
07785 223707 or via email — doug@dtw.co.uk

NOTES TO EDITORS

1. F40 is a campaign group fighting for a more equitable allocation system for
education funding. It is seeking a fairer share of school funding for all schoolchildren in
areas of the country where funding has fallen short in the past. This includes shire
counties, unitary council areas and metropolitan council areas of all political
persuasions. Please see our website for education funding information — www.f40.0rg.uk

2. An announcement about the DSG Funding Formula Review undertaken during 2009
was scheduled to be made early in 2010, followed by a three month consultation on the
outcomes and recommendations.

3. f40 is looking for a new, fairer, simpler and more transparent system be introduced
in time for the three-year schools allocation for 2011-14.

4. The list of Additional Cost Pressures identified by f40 members is attached.

5. Current f40 members are: Bedford Borough, Bury, Cambridgeshire, Central
Bedfordshire, Cheshire East, Cheshire West and Chester; Derbyshire, Devon, Dorset,
East Riding of Yorkshire, Gloucestershire, Herefordshire, Kent, Leicestershire, North
Lincolnshire, North Tyneside, North Yorkshire, Nottinghamshire, Oxfordshire,
Shropshire, Solihull, South Gloucestershire, Staffordshire, Stockport, Suffolk, Trafford,
Wakefield, Warrington, Warwickshire, Wigan, Worcestershire and City of York.
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Increasing cost pressures on school budgets

Over the last few months f40 member authorities have reported a number of important
issues that will cause all authorities, but particularly the lowest funded, additional
concerns in the future. It is f40’s view that the combined pressure of all of the changes
and proposals in the system is putting intolerable strain on schools and staff, and local
authorities have no wriggle room to mitigate the impact.

F40 believes it is vital that these additional financial pressures are taken into account in
the final stages of the Review and ensure that all new proposals are adequately funded
or withheld. In no particular order they are:

e Free school meals — The potential increase in free school meals scheduled from
this September. An additional £85m will be provided in 2010-11, but this may be
insufficient to cover the increased demand.

e School transport costs arising from the increase in the participating age to 18.
There does not appear to be any clear information about who will meet the extra
costs arising.

e Sure Start Budgets and education for 3 and 4 year olds — The extension of
provision for 3 and 4 year olds to 15 hours, with the additional requirement for
increased flexibility, is a major challenge everywhere, with no guarantee of the
continuation of promised grants in future years. The challenge is greatest in rural
areas given the funding mechanism takes no account of sparsity.

e Harnessing Technology — where there are strong rumours that the grant will cease
in 2011. This will mean that the funding of servicing and network maintenance of
broadband will not be funded.

e LSC funding — the transfer of funding from the LSC to local authorities, which
continues to cause worry that the available money will be insufficient to fund existing
courses. The requirement, both at pre- and post-16, to fund a wider range of
provision will create diseconomies of scale which are not reflected in either the level
of, or the basis of, distribution of existing grant.

¢ Nursery education — where pilot projects are currently underway for 2 year olds. If
this is mainstreamed there will be huge cost implications.

e School support staff — who now have their own Board for pay and conditions of
service and who expect parity with teachers pay awards. Teachers are already
guaranteed a 2.3% pay increase for the forthcoming financial year and there
undoubtedly will be pressure for parity from the support staff.

e Building Schools for the Future — an area where some development costs fall on
the local authority. Given the current state of finances in LASs, this is another
unfunded burden.

e Value for Money — ongoing demand from the DCSF for savings. It is being reported
that joint procurement (such as for energy) is becoming difficult, with increased costs
and/or poor service.

e School balances - the implications stemming from government policy on balances.
Admission codes for under-5s - the impact of changing requirements. The Rose
review recommended a single point of entry — at the moment there is a scattered
approach. A single point of admission for ‘rising 5s’ will mean an adjustment to the



‘Southwark judgment’ — the financial implications of the recent judgment and
outcomes following the Chair of the LGA Children & Young People’s Board, meeting
with Dawn Primarolo MP, Minister of State. The Minister told top tier local authorities
that they already have the money for this cost, which is strange as housing has
always been the responsibility of the borough/district councils. The Southwark
judgment has very worrying implications for us all.

Section 106 agreements — the dropping away of developer’s contributions to fund
education capital build arising from new housing development. The blame for the
drop can be traced to government insistence that 40% of new build homes have to

be affordable. The developers then claim that they cannot afford Section 106
contributions, as they are only making very low profit on each house. Itis
guestionable whether this is true, but regardless, the issue is becoming a really
serious issue for LAs.

One to one tuition — the cost is proving more expensive than had been presumed,
as now that it is happening during the day, unions are insisting it is paid for at supply
rate, which is more that the £25/hour allowance. This, plus management costs, mean
it will be an extra burden.

Carbon trading — this process is something of an unknown quantity, but it will

inevitably involve significant monitoring, reporting and administration, together with a
central management/advisory service. These would all be new and additional costs.
Special Educational Needs — Ongoing increases in the level and complexity of
need of children with special educational needs that are not reflected in any national
funding formulae.

Children & Young People’s agenda — The requirement to support the wider
Children & Young People's agenda, in co-operation with Children's Trusts, by
additional preventative provision if we are to address the current rapid rise in
spending pressures on safeguarding and the related rapid increase in funding needs
for children in care.

Teachers’ Pay — The cost of incremental progression to the teachers pay bill, which
means that the actual level of teacher pay inflation is well above the headline annual
pay increase.

Formula changes — Potential move of School Standards Grant, School Standards
Grant(P) and School Development Grant into the DSG. It is important that any
changes to the formula for allocation of these grants once mainstreamed do not
further adversely impact f40 local authorities.

Academies — There has been suggested that academy recoupment may revert back
to being based on a ‘Guaranteed Unit Funding’ calculation, rather than local formula
and Section 52 calculation. Whilst this will simplify the calculations it has potential for
increasing calculated clawback amounts. In addition, the need for local authorities to
meet a potential converting school deficit balance of an academy, should there be
one, is harder to do for lower funded local authorities.

Equal pay claims — some authorities that are currently settling equal pay claims for
school employees are utilising the DSG in order to manage the overall liability within
the council’s available resources. Whilst some local authorities may have already
gone through this process (when funding was more generous), for those who haven't
and do not have significant contingency funding within the DSG to support their
payment, the additional cost is significant in a time of reducing funding from the
Government.

School capital allocations — Potential reductions in school capital allocations, DFC,
modernisation and basic needs will continue to further stretch the DSG in the need to
maintain and repair ageing school buildings.



